Electronically  Recorded     Tarrant  County Texas 

Official  Public  Records  2008  Dec  09  09:01  AM  a  a 

D208449276 

Fee:  $  28.00 
Submitter:  SIMPLIFILE  4  Pages 

NOTICE  OF  CONFIDENTlAaW  W0HTS:  A  NATURAL  PERSON  MAY  REMOVE  OR 
STRIKE  ANYOR ALL OFTHE  FOLLOWING  INFORMATION  BEFORE  IT  FILED 
fj  THE  PUBLIC  RECORDS:  YOUR  SOCIAL  SECURITY  NUMBER  OR  YOUR 
DRIVER'S  LICENSE  NUMBER.  xro  rw  prod  « (Mt»  paid  up  (ow/otp 


OIL,  GAS  AND  MINERAL  LEASE 

St,  Fort  Worth,  Texas  76102,  Lessee,  WITNESSETH: 
lessor  in  consio^ra^ 

agreements  of  Lessee  hereinafter  <5"S!J^.*^  S^K  ifgas  sulphuFand  all  other  minerals  {whetfier  or  not  similar  to 

exclusive  right  of  exploring,  dnlling,  i mining  fndnC^ns£or,  f™"^  and  utilize  facilities  for  surface  or  subsurface 

those  mentioned ,  together  with  the  right  ^S^^l^w^m^.  bowe Stations  to ephone  lines,  employee  houses  and  other  structures 

Tarrant,  State  of  Texas,  and  is  described  as  follows: 

wmmmmEmmmm 

thereto,  and  any  riparian  rights. 

SEE  ATTACHED  ADDENDUM  FOR  ADDITIONAL  PROVISIONS 
orpart  thereof,  with  other  lands  to  comprise  an  oil  and/or  gas  development  unit 

www 

the  t5K™^  the  bonus  as  lump  sum  consideration  for  th.s  lease  and  all  rights  and  options  hereunder. 

2  Unless  sooner  terminated  or  longer  kept  in  force  under  other  provisions  hereof,  this  lease  shall  remain  in  force  for  a  term  of^v^reft^ 
the  cSteBSSuSSi^^  and  as  long  thereafter  as  operations,  as  hereinafter  defined,  are  conducted  upon  said  land  wrth 

no  cessation  for  more  than  ninety  (90)  consecutive  days. 

3  As  rovaltv  Lessee  covenants  and  agrees:  (a)  To  deliver  to  the  credit  of  Lessor,  in  the  pipe  line  to  which  Lessee  may  connect  its  wells, the lequaj 
1/4i £Yofal ^fSSdSKnd  iaSo^  Lessee  from  said  land,  or  from  time  to  time,  at  The  option  of  Lessee,  to  pay  Less or  £eaverage  posted 
mirk* pric?  o ?suOT4%rtof  such  oil  at  the  wells  as  of  the  day  it  is  run  tome  pipe  line  or  storage  tanks  '^^f^^^^^S 
1M  ofi fteSst  oi fSafing  oil  to  render  ^marketable  pipe  line  oil; (bj  To  pay  ^^^Jff^^^m^SS^  Sw  M  or  S% 
«iH  bv  Lessee  1/4  of  me  amount  rea  zed  by  Lessee,  computed  at  the  mouth  of  the  well,  or  (2)  when  used,  dy  Lessee  on  san  iana  or  in  ine 
mVn^^^'<^^^ra<^%ema^  value,  at  the  mouth  of  the  well,  of W  of  such  gas  and  casinghead  gas;  Q  To  pay Lessoron 
aTota ^SSSSSSSS  SSSuffi  onJized  by  Lessee  from  said  land,  one-tenth  eitfier  in  kind  or  value  at  the  well  or  rn.ne.at  Lessees -ejecbon, 
exSfth^  the  royalty  shall  be  one  dollar  ($1 .00)  per  long  ton.  If,  at  the  expiration  of  the  Pnmarv  term  or  at  any 

ti^oVtim^  or  on  lands  with  which  said  landor  any  portion  thereof  l^as  been  pooled^  cjpabjj  of 

p?odSing  oi  or Sand lall such  wells  are  shut-in,  this  lease  shall,  nevertheless,  continue  in iforce  J******  Wft*  OTrSSadTSSS 
on  said  find  for  so  bng  as  said  wells  are  shut-in.  and  thereafter  this  lease  may  be  continued  hi  force  as  ^^^S^SSS^i^SS^ 
tenants and I  aarees to  use  reasonable  diligence  to  produce,  ut  fee,  or  marke  the  minerals  capable  of  being  produced  from  Mid  wells,  but  in  the 

e^Sftutf^ 

sepaaton andleasetank  and  shall  not  be  required  to  settle  labor  trouble  or  to  market.gas  upon  terms  unacceptable  to i  Lessee  -JM^Kvew 
tirnes  after  thi  SJSSn  of  the  primary  tenuall  such  wells  are  shut-in  for  a  penod  of  ninety  executive  ^l!^riXSf^^JSS  as 
operations  on  said  land,  then  at  or  before  the  expiration  of  said  ninety  day  penod,  Lessee  shall  pay  o r  Jender^by ^check  a ofLessee  as 
rovartv  a  sum  equal  to  one  dollar  ($1 .00)  for  each  acre  of  land  then  covered  hereby.  Lessee  shall  make  hke  payments  or  tenders ;  a or before  the 
end  of  each  Ser^ry  of  the  expiration  of  said  ninety  day  period  if  upon  such  anniversary  this  lease  is  being  continued  in  force  solely  by  reason 
of  the  SS^^i? pswpn.  Each  such  payment  or  tender  shall  be  made  to  the  parties  who  at  the  time  otBt^^^^^  'K^ 
ScSefce ^yXs^ich  woulS  be  paid  underthfe  lease  if  the  wells  were  producing  and  mf^jf^  F??|2L' 
or  its  successors,  which  shall  continue  as  the  depositees,  regardless  of  changes  in  the  ownership  of  shut-in  royalty Jf  at  ^ »yejSliS^5 
pays  or  tenders  shut-in  royalty,  two  or  more  parties  are.  or  claim  to  be,  entitJed  to  receive  same.  .Lessee  ma*  in  f^^^J?; 
payment  herein  provided,  pay  or  tender  such  shut-in  royalty,  in  the  manner  above  specified,  either  jointly  to  such parti  esorseparately  to  eachin 
accordance  with  their  respective  ownerships  thereof,  as  Lessee  may  elect.  Any  payment  hereunder  may  be  made  by  checfc .or  drafl I  of  Lessee 
de^ed  in  the  mail  or  delivered  to  the  party  entitled  to  receive  payment  or  to  a  deposrtory  bank  pnwriedfor  ^SSSS^SSS^kfSSL 
payment.  Nothing  herein  shall  impair  Lessee's  right  to  release  as  provided  in  paragraph  5  hereof.  In  the  event  d  ^"^^  ttiislea^  in  v^oie 
or  in  part,  liability  for  payment  hereunder  shall  rest  exclusively  on  the  then  owner  or  owners  of  this  lease,  severally  as  to  acreage  owned  by  each. 

4  Lessee  is  herebv  aranted  the  riant  at  its  option,  to  pool  or  unitize  any  land  covered  by  this  lease  with  any  other  land  covered  by  this  lease, 
and/or  with^yomSl^ 

plus 10%  aoeagetolerance;  provided,  however,  unifs  mav  be  established  as  to  any  one  or  more  honzons  or  ^^JiSjJ^^jS^SS. 
^ZZ^ZX^Z^zL  ~~     .„  m^«ir,  nn*        than  fcin  ci  irfar^  arrest  n  ■  is  1  n%  sirjreaae  to  erance.  if  urn  ted  to  one  or  more  of  the  following. 


from  we  sdassmed  as  gas  we  s  oy  tne  conservation  agency  navwujunsuiuuvii.  u  laiyc  uii»u«ii«iiwim.™,"»..«"  v  ,  _  ™ _ 
me  SabSSd, c?  after  enlargement,  are  permitted  or  required  under  any  «vem,merfel  rule  or  orderjor  the  dnlling  or  operaton io a  welat  a 
iSS^SS^^ticii^i  maximum  altowable  fromany  well  to  be  oWed.  drilling,  or  already  dnlled,  any  ^^^^ffSS^Z, 
eXraedto  conform  to  the  size  permitted  or  required  by  such  governmental  order  or  rule.  Lessee  shall  exercise  said  option  asto  each i  desiredi unrt 
b5  exeStinqan iSrument^enMying  such  unit  and  fflng  it  for  record  in  the  public  office  in  which  this  lease  is  recorded.  Such  unit shall I  beoome 
yS^^S^^S^SrSi^A  instrument  pV?nsta.ments  but  sajd  'f^SS^SS^S^SSSSl^SS^  bSS  aSv 
shall  become  effective  on  the  date  such  instrument  or  instruments  are  so  filed  of  record.  Each  of  sanj  options  may  excised  by  ^  3 
time  and  from time  to  time  while  this  lease  is  in  force,  and  whether  before  or  after  operations,  or  production 1  has  been  established .erther  onsa^ 
landorcS^ 

for  a  I  Duroosesof  this  lease  even  though  there  may  be  mineral,  royalty,  or  leasehold  interests  n  lands  within  the  unit  which  are  1 "ot  eneoiv e\v 
Dooled  orun^ed  Any  operations  conducted  on  any  part  of  such  unitized  land  shall  be  considered,  for  all  purposes,  except  the ftPayment of 
royaV7,  op^ratfons  S&SSSSSm  land  under  this  feise.  There  shall  be  allocated  to  the  land .covered  by  ^g^SSuSSS^SSSi 
to  each  separate  tract  within  Ihe  unit  if  this  lease  cove*  separate  tracts  wrthir itiie  ""^.^J^P^0"^?  JSLEnd  S  &  eachS 
minerals  from  the  unit  after  deductinq  any  used  n  tease  or  unit  operations,  which  the  number  of  surface  acres  in  such  land  (or  in  eacn  sucn 
Seoirate  S  coVered  bv  this  lease  within  the  unit  bears  to  the  totalnumber  of  surface  acres  in  the  unit,  and  the  production  so  allocated  shaH  be 
cSSSS^Sl  SS^m^^aSS^wiS^  of  royalty,  overriding  royalty  and  any  other  payments  out  of  production,  to  be  the  entire 
SSS^ofu^^  ^ShSSS^hs  same  manner  as  though  produced  therefrom  under  «w -terms  erf '  th.s tease, 

f  he  oSr^r  of Ihe^e^a^  estete  of  any  term  royalty  or  mineral  estate  agrees  that  the  accrual  of  royaKies  WS^J^Sl&S£ 
shut-in  royaSes  from  a  well  on  the  unit  shall  satisfy  any  limitation  of  term  requmng  production  of  oil  or.gwjjw ■wnnfton  ^^SSrSSSS 
which Tindudelland  not  covered  by  this  lease  shall  not  have  the  effect  of  exchanging  or  transferring  any  interest  ur^derth^tease  Wudir^hout 
brnteten  anv  shut-ir^ irovalS  whicti  may  become  payable  under  th  s  lease  between  parties  owning  interests  in  land  covered  by  this  lease  and 
baSo^  13S^^  Neither  shall  it  impair  the  right  of  Lessee  to  release  as  provided  in  paragraphs  hereof 

eS  MLSsSmay  not  so  releawl^to  lands  within  a  unit  white  there are  operations  thereon  for  unitized '  ^"^[f^^S,  S^for 
a^  eased  as to  lands  within  the  unit.  At  any  time  while  this  lease  is  in  force  Lessee  may  dissolve,  any  unrt  establ  shed  hereunderby  Wmgfor 
SSrlS inthe  Sic  oS  where ?his  lease  is  recorded  a  declaration  to  that  effect,  if  at  that  time  there  is  no  unitized  minerals  being  produced  from 
Ecftnl%^  reduced  or  enlarged  by  Lessee  at  its  election  at  any  time  and  from  time  to  time  after  the 


original  forming  thereof  by  filing  an  appropriate  instrument  of  record  in  the  publicoffice in  which  the  pooled  acreage is  located! p^tecttothe 
provisions of  this  paragraph  4,  a  unit  orceestablished  hereunder  shall  remain  in  force  solongas  any  lease  subject  th^shatt  jn  f^cejj 
ffi^ease^now  oVhereafter  covers  separate  tracts,  no  pooling  or  unitization  of  royalty  interests  as  between  any  such  separate  tracts  is  intended 
ot ^  sh^lb^p"ed^c?^^erely  fiSn  the  inclusion \tf such  separate  tracts  within  this  lease  but  Lessee  shall  "^h^^e^e .ngh  to 
nod lor  uNtize Tasl orovSed  in  this  paragraph  4  with  consequent  allocation  of  production  as  herein  provided.  As  used  in  this  paragraph .  4  toe 
vSs^s^ratftraTmean ar*  frad  w&h  royalty  ownership  differing,  now  or  hereafter,  either  as  to  parties  or  amounts,  from  that  aslo  any  other 
part  of  the  leased  premises. 

5  Lessee  may  at  any  time  and  from  time  to  time  execute  and  deliver  to  Lessor  or  file  for  record  a  release  °^^^J!Jli?iSnVlntSS!y 
part  or  afofsaid  land  or  of  any  mineral  or  horizon  thereunder,  and  thereby  be  relieved  of  all  obligations,  as  to  the  released  acreage  or  interest 

6  Whenever  used  in  this  lease  the  word  "operations"  shaH  mean  operations  for  and/or  any  of  the  following:  preparing  the  drillsite  jocation 
and/£S^ 

fororiri lanendeavor  to  obtain  produ^cjn^drTgas,  sulphur  or  other  minera^^  excavating  a  mne,  production  of  oil,  gas,  sulphur  or other  mineral, 
whether  or  not  in  paying  quantities. 

7  Lessee  shall  have  the  use,  free  from  royalty,  of  water,  other  than  from  Lessor's  water  weHs,  and  ofoil  and  gas  j^^£™mdtendm£ 
or^olStere^ 

and  remove  casing.  No  well  shay  be  drilled  nearer  than  200  feet  to  the  house  or  bam  now  on  said  land  without  the  consent  of  the  Lessor.  Lessee 
shall  pay  for  damages  caused  by  its  operations  to  growing  crops  and  timber  on  said  land. 

ft  ThP  rinhte  and  estate  of  anv  Dartv  hereto  may  be  assigned  from  time  to  time  in  whole  or  in  part  and  as  to  any  mineral  or  horizon.  All  of  the 
cov^SCtas6!^ 'SSSSS&S?mSZb,  shafextend  to  and  be  lading  uponfte partes  hereto, '^{^'jSg^ 
and  successiveassions  No  chanqe  or  d  vison  n  the  ownership  of  sad  land,  royalties,  or  cither  moneys,  or  any  parttnereor  npwso^er  OTeaea 
f hal MncrSett^ffiltions Tof dffinish  the  rights  of  Lessee,  including,  but  notlimited  to,  the  location  and  dnlfing  of  wells  and  the  measurement 
of  DrodJcfw  f^Knding  any  5lw  act^l  or  constructive  knowledge  or  notice  thereof  of  or  to.  Lessee,  its  successors  or  assigns  no 
cMnoe or dMsionin ^tt^ownw^ip  of  said  land  or  of  the  royalties,  or  other  moneys,  or  the  rraht  to  receive  the  same,  howsoever  effected,  shal 
tebSnguc^^^^ 

pface >  of" EuS» it*\ SEfor  Lessor?s  heirs  sulx^ssors  oV  assigns,  notice  of  such  change  or  divisiw  supported  by  ^SfF^ff^ 
Sed  SoieTof  ffie  instalments  which  have  been  properly  filSTfor  record  and  which  evidence  such  change  or  division  and  of  such i  court 
rSoJds  SSSmSSStSSSXw  c^eTdoc^enfeas  shall  be  necessary  in  the  opinion  of  such  recorcfowner  to  e^  Wish  *e  vajjdtyof 
st^chan%Po7dt^S any^change  in  owners^occurs »bv  reason  of  ^^.t^^'}^r^^^e^  ™  or  tender 
such  royalties,  or  other  moneys,  or  part  thereof,  to  the  credit  of  the  decedent  in  a  depository  bank  provided  for  above. 

o  inthA  AUfint  Lessor  considers  that  Lessee  has  not  complied  with  all  its  obligations  hereunder,  both  express  and  implied,  Lessorshall  notify 
L^  »\  wrt^^  breached  tfiis  contract.  Lessee  shall  thenhave  sixfj  (60)  days  after  rapt 

ofSw  no^aWcStoS  or  any  part  of  the  breaches 

mradent  to  the  brinaina  of  anv  action  bv  Lessor  on  sad  ease  for  any  cause,  and  no  such  action  shall  be  brought  until  the  'apse  ot sixty  aays 
SS^vice  o^s^nSce  on  TOfor  the  service  of  said  notice  nor  the  doing  of  any  acts  by. Lessee  aimed I  to  meet  all  on anv >oi  the 

SKdBSad^^  or  presumption  that  Lessee  has  failed  to  perform  all  itepHig^ons  nerwnder  H^nfeneB 

ca^edfoTarwcauie  rt  sha»  neverthdess  remain  in  force  andeffect  as  to  (1  sufficient  acreage  around  each  well  as  tpwfochmere  are operations 
to  ™  JK^IKnoi™  under  applicable  governmental  regulations,  (But  in  no  event  less  that  forty  acres),  such  acreage 

to  SmSSi^  form  ct  a  square  centered  at  the  well,  or  in  such  shape  as  men  e^tng  spaang  rJ^ 

re\Sre^r^  lar£  included  in  a  pooled  unit  on  whichihere  are  operations.  Lessee  shall  also  nave  ^^^fa^^on^dlarrf 

a^are  ne^e^r^toc^aS  on  thelcreVge  so  retained  and  shall  not  be  required  to  move  or  remove  any  existing  surface  fac.lrt.es  necessary 
or  convenient  for  current  operations. 

10  Lessor  hereby  warrants  and  agrees  to  defend  title  to  said  land  against  the  daims  of  all  persons  whomsoever.  Lessor's  rights; and 
int«rARK  iSSndlrSallbe ^aroed  rxKiarilv  with  any  mortgages,  taxes  or  other  Kens,  or  interest  and  other  charges  on  said  land,  bulJ Lessor 
Mr^thaflSse?  shal  ^vr^en^aTany  time  to  pay  arlaSce  same  for  Lessor,  either  before  or  after .  maturi&and  be  subroqated  tothe 
riSPof  thl  t^t^eT and ItodSuct  amounts  so  paYd  from  royaWesor  other  payments^p^blecf  pg^oL«j 
and/or  assigns  under  this  lease.  If  this  lease  covers  a  less  interest  in  the  oil,  gas,  sulphur,  or  other  minerals  in  all  or  any  part  of  sac Mand  tri an  me 
Sear^undiffifees^ple  estate  (whether  Lessor's  interest  is  herein  specified  or  notV  or  no  intereE*  therein,  thenthei £^  °«2g 
monevsacoTinq  from  any  part  as  to  which  this  lease  covers  less  than  such  full  interest,  shall  be  paid  only  inthe  proportion i  whch  the jnterest 
if^Sered  by  this  lease,  bears  to  the  whde  and  undivided  fee  simple  estate  therein.  All  royalty  interest  covered  by  thjsjease  (v^ether 
owned  by  Lessor )  shall  be  paid  out  of  the  royalty  herein  provided.  This  lease  shall  be  binding  upon  each  party  who  executes  it  without 
regard  to  whether  it  is  executed  by  all  those  named  herein  as  Lessor. 

1 1 .  If,  while  this  lease  is  in  force,  aL  or  after  the  expiration  of  the  primary  term  hereof  it  snot  bar^^nued I  in  l^^l^^^lf^} 
wdl  provisions  of  paragraph  3  hereof,  and  Lessee  is  not  conducting  operations  on  said Jand  .by  reason  of  (1 am  'aw  order,  ovulation 
MhSS  oFnot  subsMuently  determined  to  be  invalid)  or  (2)  any  other  cause,  whether  similar  or  dissimilar  (except  financial)  beyond  the 
reaswaWerantSofTe^  the  primary  term  hereof  shalf  be  extended  until  the  first  anniversary  date  hereof  cccumngnir^ty  (90)ormore 
daysfoHowing  the  removal  of  such  cidaying  cause,  and  this  lease  may  be  extended  thereafter  by  operations  as  if  such  delay  had  not  occurred. 

1 2  Lessor  agrees  that  this  lease  covers  and  includes  any  and  all  of  Lessor's  rights  in  and  to  any  existing  weH(s)  and/or  wdlbore(s)  on  said 
land,  other  than  exfebng  water  wells,  and  for  all  purposes  of  this  lease  the  re-entry  and  use  by  Lessee  of  any  existing  well  and/or  wdlbore  shall  be 
deemed  the  same  as  the  drilling  of  a  new  wdl. 

1 3  Notwithstanding  anything  to  the  contrary  contained  in  this  lease,  at  the  option  of  Lessee,  which  may  be  exercised  by  Lessee 
diving  notice  to  Lessor,  a  well  which  has  been  drilled  and  Lessee  intends  to  frac  shall  be  deemed  a  well  capable  of  producing  in  paying 
quantities  and  the  date  such  well  is  shut-in  shall  be  when  the  drilling  operations  are  completed. 

1 4  As  a  result  of  land  development  in  the  vidnity  of  said  land,  governmental  rules  or  ordinances  regarding  well  sites,  and/or  surface 
restrictions  as  may  be  set  forth  in  this  lease  and/or  other  leases  in  the  vicinity,  surface  locations  for  well  sites  in  the  vicinity  may be lim  ted 
and  Lessee  may  encounter  difficulty  securing  surface  location(s)  for  drilling  reworking  or  other  operations.  Therefore,  since  drill  nj 
reworWng  or  other  operations  are  efther  restricted  or  not  allowed  on  said  land  or  other  leases  in  the  vicinity,  it  is  agreed  that  any  such 
orSons conducted  at  a  surface  location  off  of  said  land  or  off  of  lands  with  which  said  land  are  pooled  in  accordance *  with  this  lease 
provided  that  such  operations  are  assodated  with  a  directional  wel I  for  the  purpose  of  dnlling,  reworking,  producing  or.othen operations 
under  said  land  or  lands  pooled  therewith,  shall  for  purposes  of  this  lease  be  deemed  operations  conducted  on  saidland -Nothing 
contained  in  this  paragraph  is  intended  to  modify  any  surface  restridions  or  pooling  provisions  or  restndions  contained  in  thts  lease, 
except  as  expressly  stated. 

IN  WITNESS  WHEREOF,  this  instrument  is  executed  on  the  date  first  above  written. 
LESSORS)  /?   ^         G*V\  (\ 


BY:  Charles  L.  Schiele  BY:  Patsy  L  £cNe1e 

STATE  OF        Texas  } 

}  ss.  (ACKNOWLEDGMENT  FOR  INDIVIDUAL) 

COUNTY  OF      Tarrant  } 

This  instrument  was  acknowledged  before  me  on  the^^A  day  of.  f      2008  by  Charles  L  Schiele  and  Patsy  L. 

Schiele,  husband  and  wife. 


A.  SCOTT  AVANT 

=  ::W"'^=  NotarV  Public,  State  of  Texas 

Mv  Commission  Expires 
^?.&&  July  11.  2012 


Signature 
Printed 


1     N6taTy  Public    /  ' 


notary  ruuuu  . 

A.  Sc.it  Aa^ 


ADDENDUM 

iS^^CWES^m ™ lOF  LAND,  MORE  OR  LESS,  OUT  OF  THE  BBB  &  C.  RR.  CO.  SURVEY,  A-221,  IN  TARRANT 
COUNTY,  TEXAS. 

THE  PROVISIONS  OF  ADDENDUM  SUPERSEDE  COMPLETELY  ANY  PROVISIONS  TO  THE  CONTRARY  CONTAINED  IN  THE 
LEASE  TO  WHICH  THIS  ADDENDUM  IS  ATTACHED. 

15  Minerals  Covered.  Notwithstanding  any  other  provision  hereof,  this  lease  covers  only  oil  and  gas.  The  term  "oil  and 
g^"  means  oil,  gas,  and  other  liquid  and  gaseous  hydrocarbons  and  their  constituent  elements  produced  through  a  well 
bore. 

16  Gas  Royalty,  (a)  Royalties  on  oil,  gas  and  other  substances  produced  and  saved  hereunder  shall  be  paid  by  Lessee 
to  Lessor  as  follows:  (a)  for  oil  and  other  liquid  hydrocarbons  separated  at  Lessee's  separator  facilities,  the  royalty  shall 
be  twenty  five  percent  (25%)  of  such  production,  to  be  delivered  at  Lessee's  option  to  Lessor  at  the  wellhead  or  to 
Lessor's  credit  at  the  oil  purchaser's  transportation  facilities,  provided  that  Lessee  shall  have  the  continuing  nght  to 
purchase  such  production  at  the  wellhead  market  price  then  prevailing  in  the  same  field  (or  if  there  is  no  such  price  then 
prevailing  in  the  same  field,  then  in  the  nearest  field  in  which  there  is  such  a  prevailing  price)  for  production  of  similar 
grade  and  gravity;  and  (b)  for  gas  (including  casinghead  gas)  and  all  other  substances  covered  hereby,  the  royalty  shall 
be  twenty  five  percent  (25%)  of  the  proceeds  realized  by  Lessee  from  the  sale  thereof,  computed  at  the  point  of  sale 
less  a  proportionate  part  of  ad  valorem  taxes  and  production,  severance  or  other  excise  taxes,  and  less  the  permitted 
unaffiliated  third  party  deductions  described  below;  provided  that  Lessee  shall  have  the  continuing  nght  to  purchase 
such  production  at  the  prevailing  wellhead  market  price  paid  for  production  of  similar  quality  in  the  same  field  (or  if  there 
is  no  such  price  then  prevailing  in  the  same  field,  then  in  the  nearest  field  in  which  there  is  such  a  prevailing  pnce) 
pursuant  to  comparable  purchase  contracts  entered  into  on  the  same  or  nearest  preceding  date  as  the  date  on  which 
Lessee  commences  its  purchases  hereunder. 

(b)  Royalties  on  oil,  gas  and  other  substances  produced  and  saved  hereunder  which  are  processed  in  a  processing 
plant  in  which  Lessee,  or  an  affiliate  of  Lessee,  has  a  direct  or  indirect  interest,  shall  be  calculated  based  upon  the 
higher  of  the  proceeds  received  or  the  market  value  of  the  products  so  processed.  Similarly,  on  oil,  gas  and  other 
substances  produced  and  saved  hereunder  which  are  sold  to  Lessee,  or  an  affiliate  of  Lessee,  royalties  shall  be  paid 
based  upon  the  higher  of  the  market  value  of  the  products  so  sold  and  the  proceeds  received  by  Lessee  for  said 
products.  Notwithstanding  anything  to  the  contrary  herein,  except  for  nonaffiliated  third-party  charges  incurred  or  paid 
by  Lessee,  in  no  event  shall  any  of  Lessor's  royalty  bear  any  part  of  the  costs  of  production  or  any  post-production  costs, 
including  costs  of  lifting,  gathering,  dehydration,  compression,  separation,  delivery,  transportation,  manufacture, 
processing,  treating  or  marketing,  or  for  construction,  operation  or  depreciation  of  any  plant  or  other  facility  or 
equipment  for  processing  or  treating  oil  or  gas  produced  from  the  leased  premises  or  lands  pooled  therewith.  In  no 
event  shall  Lessor  receive  a  price  greater  than  or  less  than  Lessee  in  sales  to  nonaffiliates. 

(c)  As  used  herein,  "affiliate"  means  (i)  a  corporation,  joint  venture,  partnership  or  other  entity  that  owns  more  than  ten 
percent  (1 0%)  of  the  outstanding  voting  interest  of  Lessee  or  in  which  Lessee  owns  more  than  ten  percent  (10%)  of  the 
outstanding  voting  interest;  or  (ii)  a  corporation,  joint  venture,  partnership  or  other  entity  in  which,  together  with  Lessee, 
more  than  ten  percent  (10%)  of  the  outstanding  voting  interest  of  both  the  Lessee  and  the  other  corporation,  joint 
venture,  partnership  or  other  entity  is  owned  or  controlled  by  the  same  person  or  group  of  persons. 

17.  Shut-in  Royalty.  If  at  the  end  of  the  primary  term  or  any  time  thereafter  one  or  more  wells  on  the  leased  premises  or 
lands  pooled  therewith  are  capable  of  producing  oil  or  gas  or  other  substances  covered  hereby  in  paying  quantities,  but 
such  well  or  wells  are  either  shut-in  or  production  therefrom  is  not  being  sold  by  Lessee,  such  well  or  wells  shall 
nevertheless  be  deemed  to  be  producing  in  paying  quantities  for  the  purpose  of  maintaining  this  Lease.  A  well  that  has 
been  drilled  but  not  fraced  shall  be  deemed  capable  of  producing  in  paying  quantities.  If  for  a  period  of  ninety  (90) 
consecutive  days  such  well  or  wells  are  shut-in  or  production  therefrom  is  not  being  sold  by  Lessee,  then  Lessee  shall 
pay  shut-in  royalty  of  twenty  five  dollars  ($25.00)  per  acre  then  covered  by  this  Lease  on  or  before  the  end  of  said 
90-day  period  and  thereafter  on  or  before  each  anniversary  of  the  date  the  first  payment  is  due;  provided,  however,  that 
if  this  Lease  is  otherwise  being  maintained  by  operations,  or  if  production  is  being  sold  by  Lessee  from  another  well  or 
wells  on  the  leased  premises  or  lands  pooled  therewith,  no  shut-in  royalty  shall  be  due  until  the  end  of  the  90-day  period 
next  following  cessation  of  such  operations  or  production.  Notwithstanding  anything  to  the  contrary  herein,  it  is 
expressly  understood  and  agreed  that  after  the  expiration  of  the  primary  term,  Lessee  shall  not  have  the  right  to 
continue  this  Lease  in  force  by  payment  of  shut-in  royalty  for  more  than  one  single  period  of  up  to  two  (2)  consecutive 
years. 

18.  No  Surface  Operations.  It  is  hereby  agreed  and  understood  that  there  shall  be  no  drilling  activities  on  the  surface  of 
the  leased  premises  without  the  prior  written  permission  from  the  surface  owner  of  the  applicable  portion  of  the  leased 
premises.  Notwithstanding  the  foregoing,  this  waiver  of  surface  shall  not  be  construed  as  a  waiver  of  the  rights  of 
Lessee  to  utilize  the  subsurface  of  the  leased  premises  under  this  lease,  and  Lessee  shall  have  the  right  to  exploit, 
explore  for,  develop  and  produce  oil,  gas  and  other  covered  minerals  under  this  lease  from  wells  from  surface  locations 
off  the  leased  premises,  including,  but  not  limited  to,  directional  or  horizontal  drilling  activity  which  comes  under  the 
surface  of  the  leased  premises.  This  drilling  surface  waiver  does  not  apply  to  any  surface  rights  associated  with 
instruments  other  than  this  lease. 

19.  Vertical  Pugh.  Upon  the  expiration  of  the  primary  term  of  this  Lease,  upon  the  expiration  of  any  extension  or  renewal  of 
the  primary  term,  or  after  cessation  of  operations  as  provided  herein,  whichever  occurs  last,  this  Lease  shall  terminate 
as  to  all  rights  lying  below  one  hundred  feet  (1 00")  below  the  stratigraphic  equivalent  of  the  deepest  formation  drilled. 

20.  No  Warranties.  Lessor  makes  no  warranty  of  any  kind  with  respect  to  title  to  the  Land.  By  acceptance  of  this  Lease, 
Lessee  acknowledges  that  it  has  been  given  every  opportunity  to  investigate  and  has  conducted  sufficient  investigation 
to  satisfy  itself  as  to  the  title  to  the  Land,  and  Lessee  assumes  all  risk  of  title  failures.  All  warranties  that  might  arise  by 
common  law  or  by  statute,  including  but  not  limited  to  Section  5.023  of  the  Texas  Property  Code  (or  its  successors),  are 
excluded.  If  Lessor  owns  an  interest  in  the  Land  less  than  the  entire  fee  simple  estate,  then  the  royalties  (including 
shut-in  royalties)  payable  hereunder  will  be  reduced  proportionately.  All  royalty  interest  covered  by  this  lease  (whether 
or  not  owned  by  Lessor)  shall  be  paid  out  of  the  royalty  herein  provided.  Lessor  will  use  all  its  reasonable  efforts  to 
assist  Lessee  to  subordinate  any  rights  of  a  mortgage  holder  to  perfect  the  Lessee's  rights  under  this  lease;  provided, 
however,  any  necessary  subordination  shall  be  obtained  by  Lessee  at  Lessee's  sole  expense.  In  the  event  Lessee  is 
unable  to  obtain  a  subordination  agreement  Lessee,  at  its  option,  may  discharge  any  tax,  mortgage,  or  other  lien  or 
interest  and  other  charges  on  the  Land  superior  to  this  Lease,  and  in  the  event  Lessee  does  so,  Lessee  will  have  the 


option  of  applying  the  royalties  accruing  to  Lessor  toward  payment  of  same  and  Lessee  shall  be  subrogated  to  the 
rights  of  the  holder  thereof. 

21  Indemnity.  Lessee  hereby  releases  and  discharges  Lessor  and  the  owner  of  the  surface  estate,  along  with 
their  officers,  employees,  partners,  agents,  contractors,  subcontractors,  guests  and  invitees,  and  their 
respective  heirs,  successors  and  assigns  (collectively  the  "Lessor  Parties"),  of  and  from  all  and  any  actions 
and  causes  of  action  of  every  nature,  or  other  harm,  including  environmental  harm,  for  which  recovery  of 
damages  Is  sought,  Including,  but  not  limited  to,  all  losses  and  expenses  which  are  caused  by  the  activities  of 
Lessee,  its  officers,  employees  and  agents  arising  out  of,  incidental  to  or  resulting  from,  the  operations  of  or 
for  Lessee  on  or  under  the  leased  premises  or  at  the  drill  site  or  operations  site  or  that  may  arise  out  of  or  be 
occasioned  by  Lessee's  breach  of  any  of  the  terms  or  provisions  of  this  Lease,  or  by  any  other  negligent  or 
strictly  liable  act  or  omission  of  Lessee.  Further,  Lessee  hereby  agrees  to  be  liable  for,  exonerate,  indemnify, 
defend  and  hold  harmless  the  Lessor  Parties  against  any  and  all  claims,  liabilities,  losses,  damages,  actions, 
property  damage,  personal  injury  (including  death),  costs  and  expenses,  or  other  harm  for  which  recovery  of 
damages  is  soughtunder  any  theory  including  tort,  contract,  statute  or  strict  liability,  including  attorney  fees 
and  other  legal  expenses,  Including  those  related  to  environmental  hazards  on  or  under  the  leased  premises 
or  at  the  drill  site  or  operations  site  or  in  any  way  related  to  Lessee's  failure  to  comply  with  any  and  all 
environmental  laws;  those  arising  from  or  in  any  way  related  to  Lessee's  operations  or  any  other  of  Lessee  s 
activities  in,  on  or  under  the  leased  premises  or  at  the  drill  site  or  operations  site;  those  arising  from  Lessee  s 
use  of  the  surface  or  subsurface  of  the  leased  premises;  and  those  that  may  arise  out  of  or  be  occasioned  by 
Lessee's  breach  of  any  of  the  terms  or  provisions  of  this  Lease  or  any  other  act  or  omission  of  Lessee,  its 
directors,  officers,  employees,  partners,  agents,  contractors,  subcontractors,  guests,  invitees  and  their 
respective  successors  and  assigns.  Each  assignee  of  this  Lease,  or  of  an  interest  herein,  agrees  to  be  liable 
for,  exonerate,  Indemnify,  defend  and  hold  harmless  the  Lessor  Parties  in  the  same  manner provided  above  in 
connection  with  the  activities  of  Lessee,  its  officers,  employees  and  agents  asdes^bed I  above.  EXCEPT  AS 
OTHERWISE  EXPRESSLY  LIMITED  HEREIN,  ALL  OF  THE  INDEMNITY  OBLIGATIONS  AND/OR  LIABILITIES 
ASSUMED  UNDER  THE  TERMS  OF  THIS  LEASE  SHALL  BE  WITHOUT  LIMITS  AND  WITHOUT  REGARD  TO  THE 
CAUSE  OR  CAUSES  THEREOF  (EXCLUDING  PRE-EXISTING  CONDITIONS),  STRICT  LIABILITY  OR  THE 
NEGLIGENCE  OF  ANY  PARTY  OR  PARTIES  (INCLUDING  THE  NEGLIGENCE  OF  THE  INDEMNIFIED  PARTY), 
WHETHER  SUCH  NEGUGENCE  BE  SOLE,  JOINT,  CONCURRENT,  ACTIVE  OR  PASSIVE. 


22.  Noise  levels  associated  with  Lessee's  operations  related  to  the  drilling,  completion  and  reworking  of  wells  shall  comply 
with  the  City  of  Fort  Worth  Drilling  Ordinance,  as  amended. 

23.  Limited  Power  of  Attorney  to  Obtain  Subordination  Agreement.  By  the  execution  of  this  Lease,  Lessor  does 
hereby  appoint  and  designate  Lessee,  its  successors  and  assigns,  as  its  attorneys-in-fact  solely  for  the  limited  purpose 
of  allowing  Lessee  to  contact  Lessor's  lender  or  mortgagor  {if  any)  on  behalf  of  Lessor  to  obtain  a  lien  subordination 
agreement  or  other  similar  document  for  purposes  of  subordinating  any  mortgage  on  the  leased  premises  to  Lessee's 
interests  in  this  lease.  Lessee  will  mail  a  copy  of  the  executed  and  recorded  lien  subordination  agreement  or  similar 
agreement  when  finalized.  When  Lessee  has  finalized  its  lien  subordination  agreement  or  similar  agreement  with 
Lessor's  lender  or  mortgagor,  this  limited  power-of-attorney  to  the  Lessee  shall  in  all  respects  terminate  and 
automatically  be  revoked.  Lessee  shall  bear  any  and  all  costs  associated  with  obtaining  any  such  lien  subordination 
agreement  or  similar  agreement. 

24.  Waiver  of  Claims  as  to  Gas  Lease  Committee  and  Acknowledgement  of  Independent  Legal  Advice.  Lessor 
acknowledges  that  the  terms  of  this  Lease,  the  amount  of  royalty  and  bonus  paid  hereunder,  and  other  terms  negotiated 
with  Lessee  with  respect  to  this  Lease  (the  "Negotiated  Terms")  were  obtained  as  a  result  of  negotiations  between 
Lessee  and  a  group  known  as  the  Greater  Lake  Country  Gas  Leasing  Task  Force  ("GLCGLTF"),  which  consisted  of  a 
committee  of  unpaid  volunteers,  including  Brad  Shaw,  Cart  Wilson,  Dick  Deatrick,  Dennis  Shingleton,  Nora  Donavan, 
Margaret  Hamlin,  Jim  Usher,  Cecilia  Valdez,  Phil  Fox,  Craig  Zieres,  Dave  Newell,  Ginger  Mayronne,  Robert  Fife,  Fred 
Villarreal  (the  "GLCGLTF  Gas  Lease  Committee").  In  consideration  of  the  efforts  of  the  GLCGLTF  in  negotiating  and 
obtaining  the  Negotiated  Terms,  Lessor,  individually  and  on  behalf  of  Lessor's  agents,  representatives,  family  members, 
predecessors,  successors,  heirs  and  assigns,  hereby  releases  and  forever  discharges  GLCGLTF,  the  GLCGLTF,  and 
any  of  GLCGLTF's  or  the  GLCGLTF  Gas  Lease  Committee's  members,  agents,  and  representatives,  specifically 
including  any  attorneys  engaged  by  the  GLCGLTF  Gas  Lease  Committee  to  facilitate  the  solicitation  of  bids  and 
negotiation  of  lease  terms  (the  "GLCGLTF  Releases"),  of  and  from  any  and  all  claims,  demands,  obligations,  losses, 
causes  of  action,  costs,  expenses,  attorney's  fees,  and  liabilities  of  any  nature  whatsoever,  whether  based  on  contract, 
tort,  statute  or  other  legal  or  equitable  theory  of  recovery,  whether  known  or  unknown,  which  Lessor  has,  has  had,  or 
claims  to  have  against  the  GLCGLTF  Releases,  which  arise  out  of  or  relate  to  (a)  the  Negotiated  Terms,  (b)  the 
negotiation  of  the  Negotiated  Terms,  or  (c)  the  inclusion  and/or  omission  of  any  terms  within  the  Negotiated  Terms. 
Lessor  further  acknowledges  and  represents  that  (a)  the  GLCGLTF  Releases  have  not  acted  as  Lessor's  agent  in 
connection  with  this  Lease;  (b)  Lessor,  in  making  the  decision  to  enter  into  this  Lease,  has  not  relied  upon  any 
statements  or  representations,  if  any,  of  the  GLCGLTF  Releases  regarding  the  terms  of  this  Lease;  and  (c)  Lessor's 
decision  to  enter  into  this  Lease  is  the  independent  and  voluntary  decision  of  Lessor  after  being  given  the  opportunity  to 
have  said  Lease  reviewed  by  counsel  of  Lessor's  choosing. 

Executed  on  the  date  first  written  above. 


